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REPUBLIC OF CHINA'S KEY ECONOHIC INDICATORS 


All values in US$ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$1=NT$36.u0 ] 4 Change Estimate 


INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices 18,078 
GNP at Constant 1971 Prices 10,456 
Per Capita GNP, Current Prices (US$) 1,104 
Plant & Equipment Investment 5,129 
Foreign Investment Approvals 142 
Personal Income 12,533 
Capital Output Ratio 2.5 
Indices: (Base=100) 

Industrial Production (1971) lo/. 
Mining 143. 
Manufacturing 187. 
Public Utilities 177. 
Building Construction 257. 

Agricultural Production (1971) Lid. 
Crops LZ. 
Forest 72 
Livestock 141. 
Fishery 134. 

Average Industrial Wage (1976) 100. 

Average Labor Productivity (1976) 100. 

Labor Force (1,00U persons) 
Average Unemployment Rate (4) 
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MONEY AND PRICES 


Money Supply 


Interest Rate, Com‘l Bank secured 





Exchange Rate: US$1=NT$36.00 % Change Estimate 


Indices: (1976=100) 
Wholesale Prices 
Urban Consumer Prices 


BALANCE OF TRADE AND PAYMENTS 


Gold & Foreign Exchange Keserve « 
External Public Debt 

(Incl. undisbursed) 
Annual Debt Service Ratio 
Balance of Payments (Basic™”) 


Balance of Trade 

Exports, FOE 
U.S. Share 

Imports, CIF 
U.S. Share 


Main Imports from U.S. (1977: commodity, quantity in 1,000 MT, and value): 
Machinery Equipment, various 371, Electrical Equipment & Apparatus, various, 
240; Soybeans, 663, 204, Chemical Elements, Compounds, Materials & Products, 
various, 151, Cotton, 97, 146; Watch & Clock, various, 69, Wheat, 486, 64. 


Main Exports to U.S. (1977: commodity, quantity in 1,000 pes, and value): 

Textiles, various, 893; Plastic Articles, various, 337; Machinery, various, 
291; Plywood & Furniture, various, 272; Radio Receiver/Record Player, 7,681, 
175, B/W TV, 2,814, 159; Canned and Preserved Foods, various, 114; Color TV, 
369, 62. Sane 


Note: * Actual figure for first quarter. 
** Basic balance is defined as current account pilus net 
flow of long term capital. 





SUMMARY 


A surge in exports, along witn sclid recovery of foreign and domestic 
investment, has fueled a jump in industrial production and boosted real GNP 
growth by 11% in the first half of 1978. Despite 2 July revaluation of the 
ROC's currency, other factors should act to accelerate slightly the overall 
pace of export expansion in the second half, and push the real economic growth 
rate to perhaps 13% for the whole year. Helped by the rise in the Japanese 
Yen's value, and by increased purcnases of capital goods, prospects for exports 
of American products to Taiwan remain strong. 


CURRENT ECONOWIC SITUATION AND TRENDS 


Following tine Gevastation caused by two typhoons late in the summer of 
1977, the ROC economy has charted a buoyant upward course, with only a few 
problem areas. In tine first 7 months of 1978, exports surged by 33%, industrial 
production by 23%, foreign and domestic investment by 70% and 22% respectively, 
and (based on Jan-June 137% data) real GNP growth rose by 11.22%. These dramatic 
increases over last year's comparable levels suggest boom conditions~-even an 
Ooveriicating of the economy--reminiscent of the 1973 period of peck economic 
activity. At the same time, average industrial wages increased 14Z, the money 
supply grew by 334, and price inflation accelerated to 72%. 


For the second half of 1978, the real GNP srowth rate is projected to 
accelerate still faster. This higher rate is partly due to seasonal factors in 
export markets for consumer goods (i.e. Christwas-related products) and partly 
due to the ROC’s increased export competitiveness. As a result, real GNP. crowth 


for the wnole of 1978 may weil reach as high as 13%, a rate far exceeding the 
10.4% anaual everage growth rate achieved in the peak decade of economic growth 
which preceded the 1974-75 recession. Under these boom conditions, official 
unemployment statistics indicate tiat less than 3% of the labor force is reg- 
istered as unemployed. The consumer price index for 1978 will likely remain 7% 
higher than last year. Stable transportation end public utility rates and prices 
for petroleum products, plus some price relief for imported foodstuffs, will 
partially offset rising domestic wages and import costs. In the agricultural 
sector, which now accounts for less then 14% of this rapidly industrializing 
economy, a slight decline in crop production will have littie effect on the eco- 
nomy's performance. 


Taiwan will continue to be a small boat on the ocean of the world cconony, 
extraordinarily sensitive to the vicissitudes in the economies of its two leading 
trading, partners, the US and Japan which torether account for 54% of its total 
foreign trade. The prospects for continued rapid growth in 1979 and beyond hinge 
largely, then, on developments in the developed countries’ import markets, par- 
ticularly that in the U.S. In this regard, many observ:rs foresee sowe deceler- 
ation of the export growth rate and thereof the GNP real srowth rate in 1979. 





INDUSTRIAL AND AGRICULTURXAL PRODUCTION 


Due priwarily to extraordinarily stron; foreign market demand for its export 
goods, Taiwan's industrial production index surged forward by 23.3 percent in the 
first 7 months over the sam: period in 1977. All major components of the index-- 
manufacturing (up 25.22), public utilities (up 14.7%) and construction (up 18.2%) 
~- showed vigorous crowth. Within the manufacturing seginent, the single bissest 
component of the index, the breakdown between growth of heavy industry (up 40.22) 
and light industry (up 15.3%) reflects the ROC Government's long range economic 
strategy. 


That policy is to build up, mainiy through investment by the public sector, 
basic capital intensive heavy industries which are to supply intermediate produc- 
tion goods now imported from Japan, such as steel, heavy machinery, and petro- 
chemicals. At the same time, the xOC wili continue to foster the continued devel- 
opment by the private sector of export-oriented technology-intensive industries 
such as electronics, precision instruments, and wachine tools. In this way, the 
government seeks to facilitate the economy's transition frori a labor-intensive 
basis to one incorporating greater value added in export processing. 


Those ;o0verniient-owned basic industries which were built under the 10 major 
prejects program to ir:prove the industrial infrastructure are now in production. 
China Steel (CSC) is operating at near full capacity. But due to start up costs, 
and high interest charges, it has not yet started to turn a profit. Oriented 
priaarily toward import substitution, Taiwan's ectcel industry is prudently not 
reiying on a2 high volume of export sales. China Shipbuilding (CSBC) faces low 
international demand and world over-capacity. The GROC policy that 40% of its 
trade should be carried in Cninese-repisterea ships has boosted soiewhat domestic 
demand for CSBC's ships (and for CSC's steel platc). The Chinese Petroleum Corpo- 
ration, due to unexpectedly high demand for petrochemical feedstocks (production 
increased by 45% over Jan-July 1977), is now fully operatins its third naphthe 
cracker. 

The larvest single industry, textiles, after facing slugsish foreign denand 
and high production costs in 1977, made a surprisinely strony recovery in the 
first seven months of 1978. Synthetic fibers, previously the uost troubled seg- 
ment, boosted output by 23 percent conpared with Jan-July 1977. With governnent 
assistance, the industry made some prosress toward necessary rationalization and 
modernization, but the first flush of good profit performance since the boon years 
of 1973 caused several merser proposals to fali through, end old equipment is still 
being pressed into’service. The industry is resarded as mature in Taiwan, and is 
unlikely to increase capacity sicnificantly. 


By contrast the electronics industry, second ranking and tie: star perforiser, 
continued to exhibit stron; srowth in all 4 isajor sub-sectors, consumer electron- 
ics; calculators, industrial electronics, and components. For example, TV set 
production increased by 65% in the first 7 months to reach 4.2 wmiliion units, 
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Though the labor shorta;c and reevaluation have been unwelcore developments, the 
well-developed supporting infrastructure in the electronics industry offers some 
protection against firms moving rapidly to countries with still lower waxes. 

The GROC throuva tne Industrial Technology Research Institute's intesrated cir- 
cuit production project, is strivine to create a vertically inteyrated sophis- 
ticated electronics industry here. 


The domestic uarket, refiectin: a growing prosperity relatively widely 
diffused tiirouvhout the population, also supported increased manufacturin; out- 
put durin; the first 7 wonths of 1978. Spurred by the openin: of the new freeway, 
automobile production accelerated by 102% to 44,v00 units, but still could not 
meet denand. Steel bar production increased 60%, while ceiusent production in- 
creased 15% on the strength of tne construction boou, fueled by new hotel pro- 
jects (tourist arrivals rose by 13% in the first 7 wonths to 609,000 visitors) 
and by public and private housin’ projects. 


The export-lea surse in production has created boor: conditions siinilar to 
that of 1973, and at the same tine croused fears that the economy is sinilarly 
Overheating. One of the obvious wanifestations is that the chronic labor short- 
ave became more acute. The rwerace waje of factory workers rose 14Z in the first 
6 months over year end 1977 to reach $17U per month. Sone firms, to cope with 
the shortare, have taken advantaye of the partially complete North-South freeway 
(part of the 10 wajor projects program) to open satellite factories in the 
countryside where labor is somewhat wore availa 


Agricultural production, which accounted for only i3.4/ of total output in 
1977, will deciine slishtly in 1978. Despite sovernnent efforts to cut back 
further on rice production, for the third consecutive year the ROC will harvest 
2 surplus crop, and thereby face several probleis includinc depressed prices for 
rice not covered by the price support prowrar, continuins, snorta.c of inland 
storave capacity, and pressures to export the surplus rice stocks. Due to the 
decline in world sus,ar price, suzar production wiil f[2ll in 197u. Production of 
other export-oriented products, i.e. iwushrooms, asperazus, and other fruits and 
vecetables, is projected to increase riodestly in line with the sovermaent’s 1.72 
overall growth tarvet for the avricultural sector. The sovernment's current 
agricultural policy is to extend irrisation works expand mechanization, and pro- 
note the cultivation of hich vaiue crops so as to naintain or improve the pre- 
sent ratio between rural and urban incoues. 


FOREEGH TRADE 


The ROC's foreicn trade in the first 7 wonths jumped by double-disit growth 
rates as exports srew by 33% to reach $6.7 billion, while inports rose 23% to 
reach $5.9 billion, leavins a trade surplus of $816 sillion, more than three 
times the surplus in the same period last year. The larse rate of increase in 
exports is prinarily attributed to buyers’ switchins their sources of supply from 


. 





Japan to Taiwan as the Japanese Yen appreciated by 32% over the past 12 iwonths, 
along with 2 high rate of domestic price inflation in Korea, Taiwan's other major 
competitor. Tais factor of increased export conpetitiveness will continue at 
least through the end of 1978, while seasonal factors, mainly increcsed exports 
of Christmas-related consuner -oods in the third and early fourth quarters will 
push the srowth rate stili higher. The Embassy believes that the impact of these 
trends for the duration of 1978 will overshadow other factors, sucn as the cumu- 
lative effect of the 5.26% revaluation, declinins export quota availability for 
1978 for controlled items such as textiles, shoes and wabrellas, overshipments 
earlier in the year, and 2 chronic labor shortaze. The year end targets set by 
the government were $10.7 billion in exports and $10.1 billion in imports. The 
Embassy projects, however, that exports will likely row by just over 30Z to 
approach $12.3 billion, while imports will likely srow by over 25% to approach 
$10.7 billion, for a trade surplus of $1.6 billion. For 1579 we foresee sone 
deceleration in export perforuance, especially if the developed countries‘ import 
markets, most notably the U.S., experience a slow-down. 


The composition of exports remains dominated by consumer yoods, as light 
industrial products exports exceed those of heavy industry by a ratio of 2:1. 
Textiles, benefitting the most directly from the Yen revaluation, soared 31% in 
export value in the first 7 wonths, and should «row frou $2.4 billion in 1977 
to $3 billion in 1978. Textiles account for between 25% to 27% of Taiwan's ex- 
ports. Electronics exports, particularly television sets, but also stereo- 
equipment, electronic watclies, and components, are also doing well. Total ex- 
ports should srow 30%, up frou $1.4 billion in 1977 to $1.9 billion in 1978. 
Local color TV set manufacturers seized the opportunity presented by the US- 
Japanese color TV Orderly Marketing Agreenent to expand rapidly exports to the 
U.S. At the save time, US Color TV uanufacturers have just broujht on stream 
long-planned investments in color TY production facilities on Taiwan. The 
Japanese have expressed their concern over rapid growth in Taiwan's color TV 
exports. 


A fairly recent export item is non-rubber shoes, which recorded rapid growth 
in exports to the U.S. market. This year volume prowth is restrained by quotas, 
but unit value is risinz, and total receipts from all shoe exports should reach 
$700 million this year from $6i5 million last year. Machine tools are showing 
extremely rapid growth, rising 60% in value in the first 7 months of 1978. 


The composition of imports has rewained almost unchanged from previous years, 
raw materials account for 66% of imports, with petroleum continuing to be the 
single largest import item. In 1978, totai petroleum imports will likely rise 
25% to exceed $1.5 billion. Capital goods, which account for 25% of imports, in- 
creased 15% in the first 7 months of 197& compared with the same period of 1977, 
and reached.$1.5 billion. This increase reflects an improved investment climate 
created by surging industrial production. For example, Machinery alone grew by 
23% to reach $700 million in the same period. Consumer items acount for the 
remainder. 
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Taiwan‘s effort to diversify its export markets and supply sources has 
so far borne little result, as its foreign trade became slightly wore con- 
centrated. In the first seven uonths, the U.S. tovk 41% of Taiwan's exports, 
and Japan 124, while Japan supplied 33% of Taiwan's imports and the U.S. 222. 
Thus, overall, 54% of Taiwan's foreiyn trade is conducted with only 2 trading 
partners. Both the larye surplus with the U.S. (likely to approach $2.8 billion 
in 1978) and the large deficit with Japan (likely to exceed $2.2 billion in 1978) 
have attracted the concern of the ROC authorities. 


This pattern of trade will be difficult to change, however. The GROC has 
launched a ‘'Buy More in America’ campaign to briny Taiwan-U.S. trade into 
greater balance. But, on July 14, 1978 in a wove designed to reduce import- 
related price inflationary pressures in tne economy, the GROC abolished geo- 
graphic restrictions on the import of 1,146 items, principally aimed at Japan. 
Despite Yen revaluation, Taiwan's imports frou Japan should thus grow still 
faster because non-price factors, such as good after-sales service, geozraphic 
proxinity, Japanese willingness to adapt the product and financiny to tieet the 
buyer's needs, as well as low cost, all play important roles in the purchasing 
decision. 


On balance, the revaluation of the NT$ (discussed later) has brouyht net 
benefits to the KOC's overall foreign trade. Though some industries, particu- 
larly textiles, have suffered reduced profit margins, the overall export con- 
petitiveness especially vis-a-vis Japan and Korea, has not been seriously 
affected. The far greater rise in the value of the Japanese Yen (32% between 
July 1977 and July 1978 in relation to the US$) has opened up new opportunities 
for Taiwan's exports, while Korea's higher domestic price inflation has tended 


to compensate somewhat for its own unchan;:ed exchan;e rate. On the import side, 
Taiwan is hizhiy dependent on foreis:sn intermediate goods and consumer foodstuffs, 
and the new exchange rate may tend to stabilize these prices at their present 
levels for a period of time, thouyh the threat of imported inflation remains 
serious. 


Confronted in many export markets with volume import quota restrictions, 
the ROC's export promotion pro“ram stresses both exhibitions in new markets and 
uprradin;, the quality of existiny product lines. The ROC's mandatory quality 
control inspection propra: for exports is spreadin; 2reater awareness of the 
necessity for rigorous, and thorcushycine procedures. Also, publicly-funded 
institutes, particularly in tne textile, electronics, and wetal working fields, 
aid firms in inprovin,, product quality. But in the field of export financin;,, 
the ROC EX-IM Bank will not be in operations until carly 1979. 


FOREIGN AND DOMESTIC INVESTMENT 


Forcizn investment continues tc play an important role in the ROC, as 
measured by contributions to exports (over 28% come from foreign-owned factories) 





and by the more sophisticated technoluvy and manajement such investment brings 
As the followin:, table indicates, foreizn investment in the ROC over the past 
few years has fluctuated primarily in accordance with worldwide economic con- 
ditions. The lower rate of investment approvals since 1973 also reflects the 
government's shift in its foreiyn investment recruitment policy toward attract- 
ins capital and technolosy intensive investments, which, by their nature, are 
wore difficult to secure. 


ROC Foreivzn Investment Approvals (US$ millions) 


Year 1973 1974 1975 1976 1977 1978 (projection) 
Amount $248 $189 $118 $142 $164 $180 


1977 marked the third highest total of foreign investment approvals in the 
ROC, and 1978 investment has besun at an even more rapid pace. As of July 31, 
1978, $84.4 million worth of investment applications had been approved by the 
Investment Comaission, a 70% increase over the $50 riillion approved over the 
same period last year. Forei,;ners invested $47 million, primarily in the 
electronics industry. American firus' applications totalled $25 million, a 75% 
increase over the $14 nillion figure for the first 7 months of last year. Over- 
seas Chinese proposed to invest $37 million, mainly for construction of new 
hotels to accommodate rising tourist arrivals. 


Despite the revaluation of the NT$, foreign investors remain interested 
in the Taiwan economy due to the continued presence of several attractive 
characteristics: relatively low labor costs coupled with hiyh productivity, a 
well manaved and stable economy; and cod investment incentives efficiently 


implemented. Stimulated in part by home country currency revaluations, several 
prominent potential investors fron Japan and Western Germany are considering 
investments primarily in the electronics and precision machinery areas. In 
addition, several American investors plan sizeable expansions of existing 
plants. The ROC Industrial Development and Investment Center (IDIC) projects 
that by year end total foreign investment approvals may reach as high as $180 
million, which would represent a 10% increase over the $164 million approved 
last year. 


Simultaneous with the increase in foreign investment, domestic private 
investment has recovered from the depressed levels following the 1974-75 re- 
cessions as capacity utilization ratios have picked up sharply. Factors be- 
hind this new round of domestic investment include growth of real export 
volumes, and the need to improve product quality and to mechanize labor inten- 
sive processes. Already in the first 6 months of 197%, the Director General 
of Budgets, Accounts and Statistics (DGBAS) reported that domestic investment 
in plant and equipment has increased 22 percent over the same pericd in 1977. 
A Council for Economic Planning and Development (CEPD) survey of investment 
plans showed that the 600 larszest private manufacturing firms intend to boost 
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their investment during the whole of 1978 by nearly 50% over 1977's depressed 
levels. in particular, the cement, automobile, and downstream petro-chemical 
industries are planning large investments A leading indicator is that govern- 
ment sales of industrial plant sites in the first 6 months reached 481 hectares, 
double the 226 hectares for the whole of 1977 and up from the 341 hectares for 
the whole of 1976. 


Government investment has played a large role in the economy in recent 
years. By the end of 1978, the 10 major infrastructure projects, which cost $5 
billion, should be almost completed and the government has designated 12 new 
infrastructure projects costing $5.5 billion. Most are continuations of the 10 
previous projects, and include further expansion of the railroad, highways, 
steel mill, harbor, nuclear power plants and ayricultural mechanization pro- 
gram. To complement these infrastructure investments, other government-owned 
enterprises, such as the Chinese Petroleum Corporation, Tang En; Iron Works, and 
the Taiwan Machinery Manufacturing Company are also investing substantially in 
large-scale facilities to manufacture products of heavy industry. 


Fully cognizant of foreign investment’s importance, the yovernment contin- 
ues to seek improvement in the investment climate. The selection of the former 
Economics Minister Y.S. Sun to be the new premier was generally well-received in 
the business community. The new premier has set improvement of government man- 
agement and improvement in worker productivity as major goals of his administra- 
tion. No major lesislative change in investment incentives has been recently 
proposed, though amendment of supplementary regulations in July implemented 
earlier legislation pernittins more favorable tax holiday treatment. The ex- 
panded categories of encouraged investments in the capital and technology in- 
tensive industries include metal products, machinery, electronics, precision 
machine tools, and transportation equipment. Since the U.S. Treasury Department 
regards certain tax incentives as bounties under U.S. law, potential investors 
intendinz to export goods to the U.S. should consult tax and investiuent special- 
ists to determine the net effect of ROC tax provisions. 


MOWETARY AND CREDIT DEVELOPMENTS 


On July 11, 1978, the ROC revalued its currency by 5.26% from USS1=38 New 
Taiwan Dollars (NT$) to US$1=NT$36. ROC economic planners felt that inflation- 
ary pressures, stemming from the increasing trade surplus (US$676 million as of 
July 1), excessive noney supply growth (33Z over a year earlier), rising import 
costs, and rapid wage increases (14% over December 1977) compelled them to ad- 
just the exchange rate which had prevailed since 1973. Alithoush the exchange 
rate remains pegged to the U.S. dollar, the Central Bank of China authorities 
now refer to an ‘adjustable per" systuu to emphasize that the rate will probably 
be adjusted more frequently in the future. They indicated that Taiwan may move 
towards a freely floating exchanse rate after the establishuent of a foreign 
exchange market. 
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The first step toward such 2 market was taken on August 11, when the 
Central Bank opened a U.S. dollar forward market to be operated by local banks 
(including, foreign bank branches). Since the purpose of the Taiwan forward 
market is to allow traders to protect thenselvcs a, ainst future adjustuents in 
the exchange rate, only exporters and importers are allowed to buy or sell for- 
ward U.S. dollars after presentation of proof of the foreign trade transaction. 
Forward rates are set by the Central bank. At present the iarket is off to a 
slow start, as many bankers and traders are still unfamiliar with its purpose 
and weans of aperation. Only after tiie authorities have greater experience 
would they consider expanding the forward market to include those seeking to 
protect purely financial transactions. 


Initial effects of the July 11 revaluation indicate that, at least until 
the year's end, it will have only a relatively slight though growing impact on 
ROC trade. The revaluation's primary benefactor was the Chinese Petroleum 
Corporation, a state-run monopoly which imported $83U million worth of vetro- 
leum in the first 7 wonths of 1978. The revaluation, by reducing the NT$ import 
price of crude petroleuu should enable CPC to continue to run in the black while 
still complying with the governuaent's policy of not raising refined petroleun 
products’ prices. 


The ROC could well revalue its currency upward ayain toward the end of the 
year. (In early July authorities considered revaluing to US$1=NT$34, and though 
they eventually decided on US$1=NT$36, many observers believe that a rate closer 
to NT$34 rewains a possibility.) Factors which the governuwent will watch closely 
are (1) the domestic retail and wholesale price indices, (2) ROC exports and in- 
ports and the effect on foreign reserves, and (3) the level of the US$ in re- 
lation to the Japanese Yen. If prices rise at a rate approaching 102, or the 
trade surplus exceeds US$2 billion, or the U.S. dollar continues to decline, 
another revaluation would definitely be in the offing. 


The exchange rate adjustment highlights the government's basic policy of 
price stability, even if some growth nust be sacrificed. The trade surplus, 
which will likely push foreign exchanee reserves over the $5.5 billion mark by 
year end, along with foreign bank lendin:, is primarily responsible for the 334 
increase in the money supply in the first 7 wonths. A favorable owen in the 
governyent's effort to control excessive srowth is that in the nonth of July the 
total money supply declined by 3.4%. An increase of 20Z in the money supply is 
considered more appropriate for an econowy like Taiwan's, with a high rate of 
real ¢rowth. One deflationary factor was the FY1978 bud,et which closed the 
fiscal year on June 30 with an approximatcly $50 million surplus. For FY 1979, 
however, the budget expenditures (including capital construction and defense 
appropriations) are set at just over 94 billion, while revenues are conserva- 
tively estimated at just over $3.5 billion. The difference will be financed 
equally througn issuance of dowestic construction bonds, aad drawdown from the 
nearly $2 billion accumulated in budget surpluses since 1964. 





International bankins links are important to Taiwan, both as a source of 
financing and as an indicator of international confidence in tne economy. At the 
end of 1977, US private banks held claims whicn totailed $2.8 billion, while the 
U.S. EXIM Bank loans and suarantees totalled $2.2 billion as of June 30, 1978. 
Yet Taiwan's debt service ratio has remained relatively constant, falling slightly 
from 6.9 in 1975 to 6.3 in 1977 and likely rising slishtly to 7.2 in 1978. This 
low ratio, illustrative of Taiwan's ability to expand exports in tandem with 
debts, is one of the reasons why Taiwan has been able to maintain a high credit 
rating among comercial banks and other financial institutions. One further mark 
of confidence is that not only have interest rate margins on international loans 
been fallins, and loan maturities lengthening, (promptins the Ministry of Finance 
to review hich interest loans for possible early prepayment), but yet another 
foreign bank branch will soon be established. This will make a total of 8 U.S. 
branch banks, 6 U.S. representative or liaison offices, and 5 other foreign bank 
branches. 


A new trend is that Chinese financial institutions and the larsest pfovern- 
ment-owned firms are becoming more sophisticated in acquirin;, funds directly fron 
foreien financial markets. In May, the International Commercial Bank of China 
floated $20 million worth of notes on the London market, while the Taiwan Power 
Company has announced plans tc float $100 million worth of corporate bonds on the 
New York inarket. In addition, three Taiwan provincial sovernment-owned banks are 
considerins the establishment of a joint bank with representative offices ini- 
tially proposed for New York, and Los Angeles. Overall, however, these explora- 
tory steps, while increasine somewhat the ROC’s foreicn financing options, pose no 
threat to the operations of foreign banks already here. 


IMPLICATIGNS FOR U.S. TRADE 
GENERAL CLIMATE IS GOOD 


A combination of several factors make the Taiwan market a favorable place for 
U.S. firms to expand their sales, to launch new product lines, or to make an ini- 
tial penetration. First of all, there is the buoyant 12 to 13 vercent growth in 
the economy projected for 1976 and an 8.5 percent annual real srowth rate envisaged 
throuch 1981. In addition, large-scale tariff reductions on items identified as 
having, good sales potential for U.S. firms are anticipated sometime next year, as 
a consequence of the US-ROC bilateral trade negotiations which besan in May and 
are being conducted concurrently with U.S. ne*otiations in the Tokyo Round. The 
tariff concessions requested of the ROC concern iteris which comprise 40 percent of 
U.S. exports to Taiwan. Risin; incomes, a chronic labor shortaye, and a shift 
away from excessive price consciousness by Taiwan buyers auyur well for sophisti- 
cated U.S. machinery and equipment. 


In July the Republic of China's customs tariff underwent a massive revision, 
primarily designed to standardize customs duty rates. Of the 1,179 changes in 
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the tariff, 983 were reductions and 119 were increases. A Ceilin. of 100 percent 
was established for ad valorem auty rates, and approximately 230 tariff items pre- 
viously dutiable at rates of 104 to 130 percent were lowered to the 100 percent 
level. U.S. trade favorably affected by this move would include wine, whiskey, 
rum and tobacco products, which nad previously been subject to an 130 percent duty 
and will now pay the 100 percent duty. A companion measure to the customs tariff 
revision was the liberalization of import restrictions iupletented on July 14, 1978. 
Removed from the controlled list were 101 items the importation of which had pre- 
viously been banned. Of particular interest to U.S. exporters will be the removal 
from the controlled list of precious and semi-precious stones and jewlry, as well 
as fresh pears, abalone, table salt and rare earth metals and compounds. 


BUY MORE IN AMERICA PROGRAM 


In November 1977 in an effort to do somethings about Taiwan's mounting trade 
surplus with the United States, the ROC Governuent instituted a Buy More In America 
(BMA) Program. Since then, two "Special Procurement Missions" have been organized 
and sent to the U.S. by the Board-of Foreign Trade, and another mission is ex- 
pected to leave for the United States early in November. The first nission pur- 
chased US$268 million of U.S. goods in its January-February tour of the United 
States. The second mission in June-July concluded contracts for purchases of 
US$787 million. The degree to which these larye-scale purchases are “additional” 
to what would have been purchased in the absence of the buyin;, missions is diffi- 
cult to pinpoint. Thus far, these purchases have by and larse not shown up as in- 
ports, but to the extent that there is additionaly the shiprient of these goods 
to Taiwan should be reflected in the import statistics late this year. Taiwan's 
imports from the United States increased by only slichtliy more than US$120 willion 
durins the first seven months of 1973. On the second mission Taiwan Power Corpora- 
tion accounted for US$429.1 million of the purchases. Other larse buyers of in- 
dustrial socds were Chinese Petroleum Corporation ($25.8 million) and Taiwan Tele- 
communications ($10.3 million), and Tans; Eng Iron Works ($4.1 million). Agricul- 
tural comiodities purchased were: cotton ($167.4 nillion), corn ($71.3 million), 
soybeans ($38.7 million), wheat ($22.6 million), tobacco ($8.8 million) and barley 
($5.8 million). 


A new twist to the Government's buyin missions is the current effort to 
orpanize ten department stores to ;o to the United States alun: with the third 
"Special Procureiaent Missicn'' in Novenber. The individual stores are now putting 
together shoppin,» lists of consuiner svods. 


An important effect of the ;overnment's BMA prosram is that U.S. exporters of 
machinery and equipment experienced in forei;n bidding should be in an advantageous 
position to cumpete for tenders issued by the Central Trust vf China. Many of these 
tenders which are put out on behclf of sovernuental agencies and the large state 
enterprises are now limited to procurement from either the United States only or 
from the United states and Western kurupe. 





EMBASSY-U.S. TRADE CENTEX ASSISTANCE TO U.S. FIRMS 


There has been heightened interest by U.S. Companies in opening up an export 
market in Taiwan, and tne Embassy has been assiduously locatin;, REP's for a re- 
cord number of U.S. firms (a total of 71 durinp the first eifht months of 1978). 
This is done throush the Agent/Distributor Service (ADS), which is initiated by 
U.S. Department of Commerce District Offices for manufacturers or export manase- 
ment companies. For those U.S. exporters plannins a business trip to Taiwan there 
is a comparable service, called the Product Marketins, Service (PMS), which is also 
available through the District Offices. The U.S. Trade Center in Taipei has also 
been extremely popular as an exhibition site for U.S. goods, and space in recent 
Trade Shows has sold out quickly. Still, the common complaint of local govern- 
ment officials is that they see too many American importers and too few exporters. 


BEST EXPORT PROSPECTS 


Product areas now in demand are computers and peripherals, electronic bank- 
ing equipment, nuclear and electric power generating equipment, machine tools and 
sophisticated metal-workins equipment, petroleum and petro-chemical equipment, 
hospital and medical equipment, household air conditioners and commercial refri- 
yeration cquipment, telecommunications equipment, laboratory and scientific in- 
strumentation, food processing and packarsing equipment, and advanced/automated 
textile machinery. 


FUTURE TRADE CENTER SHOWS 


The following shows have been scheduled by the Trade Center through the 
first nalf of next year: Printing and Graphic Arts Equipment, December 4-8, 1978; 
Industrial Process and Quality Control Instrumentation, February 19-23, 1979; 
Pollution Control Equipment, May 14-18, 1979; and Communications Instrumentation 
and Equipment, June 11-15, 1979. All of the above show themes are product areas 
that have been identified by in-depth market research as providing favorable sales 
prospects for U.S. companies. 


AGRICULTURAL COMMODITIES 


In 1977 Taiwan was the eleventh largest agricultural market of the United 
States with annual purchases of some $612 million. Imports from the U.S. in 
1978 are projected to total between $950 million and $1,000 million. Principal 
agricultural imports, constituting over 90 percent of the total, are cotton, 
soybeans, corn, wheat and tobacco. About 275 other farm products make up the 
remaining 10 percent of the imports from the U.S. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





YOUR COMPETITION 
IS READING 


Products 


FORMERLY: PULP, PAPER AND BOARD 


... ARE YOU‘ 


U.S. DEPARTMENT OF COMMERCE 
Industry and Trade Administration 


For only $5 you can subscribe to this 
reliable narrative and statistical review read 
by many sectors of domestic and foreign 
business. Each Quarter you will receive... 


A comprehensive analysis of log, lumber, 
plywood, pulp, paper, and paperboard 
trends. Influencing factors in production, 
consumption, shipments, exports, imports, 
prices, sales and profits, employment, and 
overseas activities. . . . 


Plus—roundups of regional production 
activity and industry developments in 
foreign producing and marketing countries. 
Special in-depth articles covering the solid 
wood products and pulp and paper 
industries of important competing coun- 
tries, export markets, and long-term 

trends. 


Also—a timely section on recent forest 
products developmenis in the U.S. and 
abroad, including: capacity expansion and 
new construction, supply/demand factors, 
and legislative activity. 


And— in the continuing detailed statistical 
series, you'll find definitive figures from 
U.S. Government agencies and leading 
national trade associations. You'll get 
pages of the latest statistics on production, 
inventories, raw materials, consumption, 
wholesale prices and price indexes, 
merchants’ sales, manufacturers’ ship- 
ments, wages and hours, and foreign trade. 
The spring issue presents annualized data 
over the past decade, designed to permit 
evaluation of current and historical 
industry patterns and trends. 


(please detach here) 


SUBSCRIPTION ORDER FORM C57.511: 
ENTER MY SUBSCRIPTION TO FOREST PRODUCTS 
REVIEW (FORMERLY: PULP, PAPER, AND BOARD) 
at $5.00. Add $1.25 for foreign mailing. 

No additional postage is required for mailing 

within the United States or its possessions. 


Send Subscription to: 


(J Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


( Charge to my Deposit 
Account No. 





NAME—FIRST, LAST 





COMPANY NAME OR ADDITIONAL ADDRESS LINE 





STREET ADDRESS 


MAIL ORDER FORM TO: 
Superintendent of Documents 








PLEASE PRINT 


Government Printing Office 


ZIP CODE Washington, D.C. 20402 





THINK OF IT AS AN 


ECONOMIC 


International 
Economic 
Indicators 


e Key Statistics 

eln Ready-to-Reference Format 
e Up-to-Date 

e Comprehensive 


INTERNATIONAL ECONOMIC INDICATORS, a quarterly publication of the Office of Inter- 
national Trade Analysis, Bureau of Economic Policy and Research, is a valuable reference for 
business analysts, economists, and others who wish to assess the relative competitive position of 
the United States. Attractively presented tables, charts, and text provide a clear and easily 
readable source of the latest statistical information. It may be used for an overall view of inter- 
national trends, or as a basis for more detailed analyses of the economic situation in the major 
industrial countries. 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO International Economic indicators at $12.65 domestic mailing, [1 Remittance Enclosed 
$15.85 foreign. Prices were those in effect February 3, 1977. Prices of Government publications to ceeds et of 
are subject to change without advance notice. Documents) 


Rk ble en Please Print CL) charge to my Deposit 


Account No. 
NAME -FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS MAIL ORDER FORM 


TO: 
Superintendent of Documents 


Government Printing Office 
zr ceri Washington, D.C. 20402 





